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people, events, techniques
Four-Day Work Week Gaining Acceptance Rapidly; Results
To Date Are Good, AMA Research Study Reports
More companies are interested
in the four-day work week than
anyone has publicly recognized, a
recent American Management As
sociation research report observes.
Eighteen per cent of 811 AMA
member companies responding to
its survey said that they were tak
ing a serious look at more flexible
work scheduling.
The AMA estimates that between
60 and 70 companies each month
are switching to a four-day week.
The researchers say that while the
pioneers in this field were small,
mostly nonunion, mainly nonurban
manufacturing firms, service, and
retail companies, the four-day
movement has spread to increas
ingly more urban-centered organi
zations. These include hospitals, in
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surance companies, and municipal
agencies.
Hours not shortened

Of 140 companies using a fourday work week, 60 per cent main
tained a 40-hour week and 11 per
cent had a 38-hour week, the AMA
researchers report. Most of the
four-day companies have either a
five-, six-, or seven-day business
week, according to the study.
Why did the companies switch
to a four-day week? The AMA
team says that 69 per cent of the
conversions were made to achieve
business results while 31 per cent
were for employee-oriented objec
tives. The five reasons most often
mentioned for adopting a four-day

plan were: to provide an additional
employee benefit; to reduce ab
senteeism; to reduce employee
turnover; to aid in recruitment; and
to increase employee morale.
Of 143 four-day companies, 62
per cent reported an increase in
production while only three per
cent reported a decline. Sixty-six
per cent said that efficiency in
creased and three per cent said it
decreased. Fifty-one per cent of the
four-day companies reported an in
crease in profits.
The AMA points out that the
rate of failure for the four-day week
has been set at 10 to 15 per cent,
but its survey found only an eight
per cent failure rate to exist.
“Inadequate planning and poor
management techniques are blamed
5

for many failures. Most observers
don’t consider this rate of failure
any more significant than the rec
ord of similar incidents that accom
panied the advent of the five-day
week some 35 years ago,” the AMA
comments.
The AMA research report “The
Four-Day Week,” by Kenneth E.
Wheeler, Richard Gurman, and
Dale Tarnowieski is available from
the association at 135 West 50th
Street, New York, N.Y. 10020.
Copies are available at $5.00
each to AMA members and $7.50
to all others.

White Collar Union

Enrollment Rose
Sharply in 1972
The year of 1972 was a very good
year for white collar union orga
nizers. Unions won white collar
bargaining rights for 21,780 em
ployees, nearly double the 1971 fig
ure of 12,085, the Bureau of Na
tional Affairs, Inc., Washington,
D.C., reports.
According to BNA, “The results
of 1972 elections appear to bear
out early predictions that unions
would find favorable organizing cli
mate under the Economic Stabiliza
tion Program which began in Aug
ust 1971. However, many union or
ganizers still hold to the traditional
position that employers—through
poor management and a lack of
communication with employees—
exert the greatest pressure on em
ployees to organize.”
During 1972, the labor unions
won 574 of 1,010 elections certified
in previously unorganized white
collar units and gained bargaining
rights for 21,780 of the 47,780 em
ployees eligible to vote, BNA finds.
The BNA categorizes as white
collar workers: those occupations
normally defined as “technical” but
not including skilled workers usu
ally represented in production and
maintenance bargaining units (i.e.,
draftsmen, engineering assistants,
survey crews); office and plant cler
6

ical workers; professional employ
ees; salesmen, but not retail sales
clerks; and such miscellaneous cat
egories as newspaper and other edi
torial employees, radio and televi
sion employees, insurance claims
adjusters, and telephone operators.
Seattle group sets record

The Seattle Professional Engi
neering Employees Association or
ganized the most white collar work
ers during 1972, 4,070 employees in
three elections. The Teamsters was
the most active union among white
collar workers, the BNA says, par
ticipating in 264 elections and win
ning 148, a gain of 2,355 workers.
Second in election participation
and in number of employees or
ganized was the Office and Pro
fessional Employees Union, win
ning 47 of 86 elections and gaining
the bargaining rights for 3,710
workers.
During 1972, the largest unit to
eject a union was at Western Elec
tric Company, Inc., in Kearney,
Clark, and Jersey City, N.J. The In
ternational Union of Electrical
Workers lost 765 engineers and en
gineering assistants at Western. The
IUE later gained back the bargain
ing rights for 317 engineering as
sistants, but failed to regain the
rights for 404 Western engineers.
Organizing activity was stepped
up in 1972 by the Communications
Workers. The union participated in
34 elections, winning 18 and gain
ing bargaining rights for 1,280 em
ployees. The Newspaper Guild won
13 of 19 elections, for 595 workers.
The BNA’s White Collar Report
is based on the National Labor Re
lations Board election figures. The
Report is an annual, privately cir
culated, labor information service.
The NLRB’s figures do not show
the entire extent of white collar or
ganizing, the BNA cautions. The
figures do not reflect “the phenom
enal growth in unionization of pub
lic employees, whose bargaining
activities generally are credited
with arousing a new interest in
unions by employees in the private
sector,” the BNA says.

Quality Control Being

Transformed to Liability
Defense, Speaker Says
The recent surge of product lia
bility lawsuits has transformed
manufacturers’ quality control pro
grams into liability prevention pro
grams, said Donald S. Feigenbaum,
executive vice president of General
Systems Company, Pittsfield, Mass.,
engineers and architects of material
flow and logistics systems.
Speaking before the annual con
ference of the American Society of
Quality Control, Toledo section,
Mr. Feigenbaum warned that many
control systems are obsolete be
cause they isolate “product liability
control from the real mainstream
of the marketing-engineering-pro
duction elements of the business.”
Quality control liabilities split

He continued, “Unfortunately,
this isolation has walled off product
liability loss control programs from
quality control programs. In some
companies, product liability special
ists and quality control specialists
do not know one another and have
only a dim awareness of each
others’ programs. Nothing could be
less in the interest of improved
product loss control, yet it is built
into the organizational structure of
many companies.”
Speaking from his firm’s experi
ence with the creation of these sys
tems, Mr. Feigenbaum said, “A
sound modern quality program is
also a sound liability prevention
program, provided it overlooks no
aspect of the firm’s operations in
locating possible actions which
could affect quality adversely. To
do this calls for the operational
systems approach.”
He mentioned the Transporta
tion Department’s current consid
eration of proposals regarding tire
safety and wear. “These,” he said,
“point toward Government involve
ment in helping consumers compare
quality of tires and other automo
tive products requiring manufac
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turers to provide the data as to
performance capabilities of these
products. If this trend continues,
and there is every likelihood that
it will, nothing short of total qual
ity and reliability assurance will
give the manufacturer the solid
baseline he needs to comply with
both quality and safety standards,
as they develop.”
Another entrant into the quality
control field is a Whittier, Calif.,
firm that provides manufacturers “a
service resembling a financial audit
in the technical field.”
Quality Audit Company explains
that the technical audit assures
the manufacturer that its controls
and communications are airtight
throughout the production life cycle
and that a sound product results.
The Federal Government’s strict
interpretation of a manufacturer’s
liability for products which fail in
service has helped Quality Audit’s
business, admits the company’s
president, Steve S. Kozich. (See
M/A, May-June, ’73, p. 10.)
Mr. Kozich points to the recent
new car recalls as an example of
what can happen if oversight is
permitted to slip through from the
developmental phase into produc
tion.
“These slips cannot only amount
to an enormous expense in simple
terms of correcting the error, but
in devastating lawsuits if consum
ers are injured as a result,” he
observed.

Users Should Bargain
Even with Largest

EDP Suppliers
Users should not pass up the oppoilunity to negotiate acquisition
contracts with computer suppliers;
even some of the largest suppliers
are flexible, Roy N. Freed, counsel
to the Boston firm of Peabody,
Brown, Rowley and Storey, told
the AICPA’s Ninth Annual Con
ference on Computers and Infor
mation Systems. The conference
was held in New York, May 21-23.
“I find now, that there is a grow
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ing demand for negotiations, the
marketplace is quite different. Cer
tainly with respect to suppliers con
stituting the five remaining ‘dwarfs,’
and even with respect to ‘Snow
White’ itself, there are opportuni
ties for negotiation many people
simply do not believe they have.
Certainly this is the case with
smaller companies in the mini
computer field. So don’t look at
past practice when it comes to con
tracting in the computer industry,”
the attorney said.
Tax impact “shocking”

For instance, Mr. Freed is now
engaged in the task of trying to
convince one of the large com
puter manufacturers, which takes
pride in its firm price bundling pol
icy, to split up its prices to lessen
the tax impact on his client. The
client is a Massachusetts company
that intends to run a service bus
iness using a $10,000,000 system
and extensive communications.
“As I sat down and figured the
tax impact, I was shocked,” Mr.
Freed said. “When you bundle, and
attribute more of the price and
value to the hardware, you are
increasing the base for personal
property taxes. And personal prop
erty taxes recur every year and
they can be very high. Now if you
bundle the lease transaction and
have a single rental charge that
covers maintenance service as well
as rental charges, then you are ex
posing yourself to an excessive sales
tax every year.”
Maintenance for this client could
run to $360,000 a year. In Massa
chusetts, there is a three per cent
sales tax, and this could amount to
about $10,000 a year in sales taxes
for the client. Mr. Freed pointed
out that in other states where the
sales tax could be five or ten per
cent, the amount “thrown away”
could be even greater.
“If we can pull out the software
costs and set them up as fees for
licenses of processes, then, hope
fully, the transactions will not be
subject to either the personal prop
erty tax or the sales tax. They

won’t be personal service transac
tions either; they will be something
else. You can see that there are
big dollars here,” he told the con
ference.
In significant computer transac
tions (i.e., big systems, extensive
time sharing, extensive data proc
essing service, and facilities man
agement) users are attempting
increasingly to identify and define
the nature of their use and to
make certain that their fundamen
tal dependence on the continued
availability of the technology once
they adopt it is satisfied, Mr.
Freed reported. He cautioned that
performance commitments are only
of value if adequate remedies are
provided in case of breach. The
large users are seeking remedies
that tend to make the supplier ful
fill his commitment, rather than
obligate it merely to pay money
damages, he said.
Mr. Freed advised that in deal
ing with anyone but IBM you usu
ally can write your own ticket if
you get into negotiations early,
when you still have the ability to
go to another supplier. Suppliers
generally will negotiate based on a
contract form submitted by the
customer. He said that even with
IBM, and even on a System 3
transaction, it is a matter of how
hard the salesman will work for
the client.
More extensive coverage of the
AICPA’s Ninth Annual Conference
on Computers and Information
Systems will appear in the next
issue of this magazine.

Productivity Increases

Still Mystery to Most,

Conference Concludes
Increases in productivity, al
though urged by Government and
paid fervent lip service by busi
ness, are intangible measurements
not completely understood by
either.
That was the overriding impres
sion given by speakers at a two7

All relevant inputs must be considered when measuring productivity rises

day conference on productivity
sponsored by The Conference
Board, May 22-23 in New York.
The whole question of produc
tivity has come into sharp focus
since the advent of price wage con
trols and the sharp drop in the
American balance of trade. Yet the
first rigid price control program,
Phase II, which tied permissible
price increases to a rise in produc
tivity within an entire industry,
used too simplistic a concept of
productivity increases, according to
speakers at the conference. The
Government tied productivity to
only one input, man-hours of work.
Yet productivity should be defined
as the relationship of output “to the
associated productivity inputs—
labor, capital, and natural re
sources,” said John W. Kendrick,
vice president and director of eco
nomic research for The Conference
Board. When productivity is re
lated to all the associated inputs,
then a company has “total factor
productivity measures.” Changes in
such measures reflect changes in
productive efficiency generally.
“Man-hour” viewpoint limited

“When output is related to only
one class of inputs, such as labor
in the customary output per man
hour measure,’ increases also reflect
factor substitutions, such as capital
for labor, as well as changes in pro
ductive efficiency,” Mr. Kendrick
said. “Only the total productivity
measures indicate the net savings
over time in real costs per unit of
output. But since labor is generally
the largest part of costs in valueadded production measures, output
per man-hour measures are also
useful if their limitations are kept
in mind.”
In a dynamic economy, output
rises faster than inputs (real costs)
over a fairly long period for three
main reasons, he said:
1. Productivity is influenced by
cyclical change in rates of utiliza
8

tion of capacity. In the earliest
stages of an industry’s growth, pro
ductivity changes are above aver
age, as production moves toward
the most efficient rates of utiliza
tion. As the company prospers, pro
ductivity tends to decline. As the
company begins to decline, produc
tivity advances again as manage
ment becomes more cost conscious,
lays off inefficient workers, and con
centrates production in its most effi
cient plants.
Role of efficiency changes

2. Productivity is also influenced
by the degree of efficiency with
which particular technologies are
utilized. Changes in labor efficiency,
as reflected in work measurements
relating actual man-hours used to
engineering studies or statistical
norms, reflect changes in worker
attitudes and intensity of work, as
well as management’s efficiency in
utilizing labor. If the technologies
are relatively new, productivity
measures reflect the “learning
curve” phenomenon which could
involve formal training programs,
as well as “learning by doing” by
all involved.
3. Overall, the “most important
element in productivity advance is
technological and organizational
progress resulting from inventions
and associated innovations in the
ways and means of production. In
ventions and their commercial ap
plications increasingly have been
the result of organized research and
development, undertaken chiefly in
industrial laboratories, but with
major financing from the Federal
Government.”
“My studies for the National Bu
reau of Economic Research show
that the cumulative ‘intangible in
vestments,’ especially in R&D, edu
cation, and training, embodied in
capital goods and workers have in
creased in relation to the tangible
inputs at about the same rate as
total factor productivity in the U.S.”

Mr. Kendrick said that other sig
nificant factors in productivity, be
sides intangible investments, are
economies of scale, changing eco
nomic efficiency in allocation of re
sources to conform to community
preferences, and changes in the
average inherent quality of human
and natural resources. Also, he
pointed out, changes in the flow of
unmeasured governmental inputs
may affect productivity measures
for private industries.
Reginald Jones, partner-in-charge,
Administrative Services Division,
Arthur Andersen & Co., New York,
conceding that most companies
were far behind the times in
measuring productivity increases,
pointed out that even companies
with a well organized management
information system had been remiss
in keeping a close watch on pro
ductivity measures. There were sev
eral reasons for this, he pointed
out. Most management information
systems are cast in terms of oneyear budget plans and it is difficult
to track down productivity changes
within such a narrow time frame.
Then, too, the average MIS may
not disclose productivity trends at
all.
Describing productivity as a
measure that can be immensely
useful to a company in gauging
the effect on its growth of: infla
tion, capacity utilization, and pro
duction efficiency, and also provid
ing a basis for evaluating its com
petitive position vis-a-vis its com
petitors, Mr. Jones described an
exhaustive study his firm had done
during Phase II of the New Eco
nomic Policy for a client company.
The study was done in three
steps, Mr. Jones said. The first step,
designed to tell the client where he
stood in relation to his competitors,
used a formula developed by the
Price Commission and a work study
in the company’s plants. Step 2 in
volved finding the worst problem
areas in the company by plant and
department. Step 3 was concerned
Management Adviser

Overall productivity increase can mask actual drop for some periods

with finding the causes of produc
tivity decline, if that had occurred,
or productivity increases that lag
ged behind industry figures.
Figures showed comparative drop

This increasingly sophisticated
breakdown revealed some things
about the client that had never
been realized before, Mr. Jones
said. In the first place, although
overall productivity for the com
pany had climbed in the period
1958-1971, the rate at which it had
climbed had varied widely. Al
though comparative productivity
increases for the industry had been
3.4 per cent, for the client plant
had been 3.1 per cent, and for the
client company as a whole had
been 3.2 per cent for the entire
period 1958-71, a very different pic
ture emerged when the period was
split into halves, 1958-1965 and
1965-1971. During the earlier pe
riod, when industry productivity
was increasing at the rate of 3.7
per cent, the client’s plant produc
tivity had increased 4.2 per cent,
and overall company productivity
3.9 per cent. During the latter pe
riod, when industry productivity
continued to increase at the rate of
3.2 per cent, the client plant’s rate
dropped to 1.6 per cent, and over
all client rate dropped to 2.4 per
cent.
So overall plant productivity for
the entire period, 1958-1971, dis
guised a far more serious picture
of the dropping productivity rate
in the latter portion.
Mr. Jones said that Arthur An
dersen had concluded that changes
in company policy seemed to be
mainly responsible for the steep
drop in productivity. “Left to their
own devices, people’s productivity
tends to go down,” he remarked.
Management must keep devising
measures to go on stimulating its
employees.
Productivity improvement seems
directly related, he said, to: tech
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nology, capital investment, product
design, process engineering; sys
tems and policies within the com
pany, methods changes, scheduling;
supervision and motivation; train
ing supervision, and capacity utili
zation.
Ms. Virginia Dwyer, chief econ
omist and director of accounting re
search at Western Electric, who
spoke directly after Mr. Jones, did
not dispute his contention that the
average MIS is not adequate to
measure productivity gains. Rather
she argued that development of a
corporate productivity model, such
as her company has developed,
yields a historical data bank con
taining deflated sales, gross and net
output, make-buy trends, man
hours worked, capital stock, unit
costs and many other statistical
time series.
“The importance and use to
which such a data bank can be put
cannot be overstated,” she asserted.
“It avoids problems of records re
tention; it has served as the data
backbone for countless studies for
and by managements in other or
ganizations; and it has identified
new control tool requirements.”
A major use of the Western Elec
tric productivity model has been
for comparison with similar data
from outside the company. Thus
the Western Electric model, a “total
factor productivity model,” can
even be used with Government
data where most records are com
piled in terms of output per man
hour, since output per man-hour
can be developed out of the West
ern Electric model’s data base.
“A corporate productivity model
can provide valuable insights into
impact of national economic pol
icies on the company,” Ms. Dwyer
said. “It is possible, for instance,
to estimate the effect of national
inflation on the company under
various assumptions concerning
future productivity achievements.
The distribution of productivity
gains among customers, suppliers,

and employees under varying eco
nomic conditions is another type of
analysis falling in this category.
“Probably the most important
use of our model is in testing the
consistency and implications of
company forecasts. In the case of
our short-term financial forecast,
we can test the consistency of the
incoming field forecasts in terms of
an evaluation of the implied pro
ductivity gains which they contain.
Applying our productivity model to
the long-term outlook, we can ex
plore the manpower and capital
needs generated by demand projec
tions using alternative productivity
assumptions. Finally, in the case of
the capital budget, the relationship
of capital spending to output and
its possible effect on productivity
can be analyzed and the implica
tions for manpower requirements
assuming various productivity and
growth assumptions can be dem
onstrated.”

IBM Reports Progress
Of Computer Security

Study at Conference
An interim report on the prog
ress of the IBM data security study
was delivered at the National
Computer Conference on June 6
in New York. The project was
started last year (see M/A, JulyAugust, ’72, p. 6).
IBM’s study has been directed at
increasing the computer industry’s
basic understanding of what is in
volved in data security, explained
Charles L. Foster of IBM System
Development Division.
In conducting the study, Mr.
Foster explained, “Our basic prem
ise was that, under normal circum
stances, three primary factors make
security difficult to achieve:
“—There is no clear, unambig
uous definition of what data secur
ity is;
9

"—The techniques for measuring
security are non-existent or ill-de
fined;
“—The average user is uncertain
of his security needs.
“There was a second premise ....
It is that data security must ulti
mately be a user function and re
sponsibility. The most secure oper
ating system will be useless without
adequate physical protection and
proper administrative procedures.
And these are in the hands of the
user.”
IBM has established four special
study sites, one within IBM and the
others in three outside users. With
in IBM, the Federal Systems Cen
ter, part of the Federal Systems
Division complex at Gaithersburg,
Md., was chosen. It is working on
such problems as: the definition of
security; levels of authorization and
how these can be controlled; the
economic considerations of secur
ity; and the impact of installed
security, Mr. Foster said.
The researchers found that prob
lems were encountered at FSC
when it was faced with making
the transition to a secure environ
ment. This environment was cre
ated by installing a software tool
called Resource Security System
(RSS) in conjunction with having
a security officer oversee the pro
gram.
Mr. Foster explained that each
of the study sites installed RSS
“because we had some successful
operating experience with it on
OS/360 MVT. It plugs what we
call the ‘integrity’ holes in that
operating system by adding fetch
protect and modifying the operat
ing system to do more stringent
checking,” he said.
“Overseeing RSS and limiting
the degree of access as well as
access itself is the security officer.
By letting the security officer de
fine data sets at different levels of
security and by letting him estab
lish categories of users and data
sets, we take the first steps for
ward coming up with the checks
and balances necessary to define
the secure system.”
FSC is now trying to learn more
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about the operational impact of
installing a secure system such as
RSS. FSC is trying to assess data
security from the DP manager’s
viewpoint.
A second study site is MIT,
where data processing profession
als are trying to determine what
kind of authorization mechanism
is required in a secure environ
ment and if there are more than
one.
A third site, TRW, is attempting
to develop definitions of security
and the techniques required to
measure them. IBM has asked
TRW to recommend a way to as
sess the secure system. William P.
Mancina of TRW said at the pres
ent time his group does not believe
there is any practical solution to
the question of such certification.
The fourth site is the State of
Illinois management information
department, which is looking into
the economics of the secure envir
onment. It has been asked to deter
mine the level of security it needs,
then to analyze and document the
economic trade-offs involved in
achieving that level.
Mr. Foster said IBM expects to
publish its project’s findings next
spring.

Antidiscrimination Laws

Must Be Taken Seriously,
Conference Board Warns
Calls for compliance with the
nation’s nondiscrimination laws are
becoming a bore. At least that is
what some managers were thinking
when a frustrated speaker warned
a blase audience that if it did not
give some thought and action to
compliance its members would be
fired.
This is one of the incidents re
ported in The Conference Board’s
100-page study, Nondiscrimination
in Employment: Changing Perspec
tives, 1963-1972, by Ruth G. Shaef
fer, senior specialist in organization
development research.
“After nearly a decade of confu
sion and misunderstanding, the

meaning of Federal laws and regu
lations requiring nondiscrimination
in employment is becoming much
clearer as a result of a growing
body of Federal court decisions,”
the study comments.
Company personnel directors told
The Conference Board that the
courts are determining whether dis
crimination exists within an organi
zation by the results of an employ
er’s actions, not his intentions. The
only reason for continuing discrim
inatory actions permitted by the
courts is business necessity, the
personnel directors say. The courts
are increasingly requiring that com
panies take affirmative steps to erase
discrimination, the directors told
the Board.
The study includes a composite
blueprint of the strategies compa
nies are following as they attempt
to ensure compliance with the non
discrimination laws. Some of the
suggestions made are:
Work with line managers and
personnel people to have them be
come familiar with the gist of court
decisions concerning the Equal Pay
Act, Title VII of the Civil Rights
Act, and the Age Discrimination
Act. Let them know the company
expects to obey these laws. Then
have them think through their
staffing processes for different types
of jobs.
The study suggests that all the
impacts of personnel policies and
practices be looked into. Find
less discriminatory alternatives for
achieving business objectives, it
says.
Reward line managers and per
sonnel managers for equal employ
ment opportunity results, and with
hold rewards, despite other per
formance results, if EEO results are
not satisfactory, the study also
suggests.
The Conference Board study is
available at $17.50 per copy for
non-members and $3.50 per copy
for associates of the Board. Checks
should be sent to the attention of
Ms. Jeannine Green, The Confer
ence Board, 845 Third Avenue,
New York, N.Y. 10022.
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For the Executive in Finance—

Bankers Trust Calls for Federal Code for

Funding, Vesting, and Regulation of Pensions
Federal standards for the vest
ing, funding, and regulation of pri
vate pension funds have been
called for by Bankers Trust Com
pany of New York in a 70-page
study, “The Private Pension Con
troversy.”
A Federal minimum vesting
standard such as the “Rule of 50”
is supported by Bankers Trust. Un
der this rule a worker would be
assured of half of his accrued pen
sion benefits after achieving any
combination of age and service
with his employer that totals 50.
Each year after that he would be
vested an additional 10 per cent,
reaching full vesting in five years.
The study also supports adoption
of “a federal standard that would
require the orderly amortization of
unfunded, vested liabilities over a
reasonable period of time, such as
40 years.”
Federal jurisdiction of private
pension plans should be centralized
in the Treasury Department, Bank
ers Trust recommends. It calls for
strict Federal fiduciary standards
for all persons “who have access
to, or any influence over, an em
ployee benefit fund.”

Greater incentives for employers
to create new pension plans is sug
gested as well as tax deductibility
for contributions made by indi
viduals to retirement programs.
“More than anything else, the
private pension controversy has
demonstrated the lack of under
standing that surrounds pension
plans, particularly among the par
ticipants themselves,” Bankers Trust
observes. Consequently, it en
dorses the concept of more effective
disclosure of information to partic
ipating workers.
Only half covered

Only about half of the nation’s
work force is presently covered by
pensions, Bankers Trust notes, and
it believes that many workers will
remain uncovered unless current
laws are modified.
Bankers Trust Company admin
isters some $20 billion in trust as
sets, of which $15 billion are in
employee benefit trust funds.
Copies of the 70-page study can
be obtained by writing to the Pub
lic Relations Department, Bankers
Trust Company, 280 Park Avenue,
New York, N.Y. 10015.

they can be utilized productively,
the firm says. Employees must be
assured that they will not lose their
jobs as a result of a cost control
study.
“It is indeed admirable that pri
vate industry is getting involved in
hiring the minimally skilled,” said
Richard L. Ganzi, the firm’s pres
ident. “However, it is the responsi
bility of private industry to train
these employees to the point where
they are as productive as they
should be in their jobs. Otherwise,
we have merely substituted one
form of welfare for another.”
Mulligan believes that clerical
work measurement
techniques
based on methods-time measure
ment (MTM) have severe draw
backs.
“MTM was developed to meas
ure the activity of factory workers.
Office workers, with the different
nature of their work, different
movement patterns, and different
work routines are not readily meas
ured by MTM,” the firm’s study
says.
A technique for measurement
based on numerous photographs of
actual clerical tasks has been de
veloped by Mulligan. The firm
claims that its method is thus based
on actual measurement of clerical
work, while MTM standards are
based on “abstract motions and dis
tances.”

Portability not recommended

Bankers Trust does not recom
mend portability of pensions,
whereby workers would carry
vested pension credits from job to
job.
“Legislation of improved vested
rights, establishment of strict Fed
eral fiduciary standards and man
datory funding of vested liabilities
will greatly reduce the need for
a portability program,” the study
says.
Portability would necessitate the
formation of a new Federal bu
reaucracy, Bankers Trust warns,
and would “represent a significant
new concentration of power at the
Federal level.”
July-August, 1973

75 Per Cent of Clerical

Financial Men

Force Adequate for

Still Needed

Work Load: Mulligan

The first quarter of 1973 found
general managers and financial ex
ecutives, the profit-oriented exec
utives, in greatest demand by cor
porations, reports Kom/Ferry In
ternational, the executive search
firm.
Lester B. Korn, the firm’s pres
ident, said, “This marked the fifth
consecutive quarter in which these
categories dominated the executive
requirements of industry and re
flects a continuing and accelerating
concern for economic conditions.”

The average company needs only
three-quarters to two-thirds of its
clerical work force to handle its
existing work load, observes an in
formal study by Paul B. Mulligan
& Co., Inc., Scarsdale, N.Y., a con
sulting firm specializing in clerical
cost control, of its clients.
Clerical overage should be taken
care of by normal turnover or
through cross training and transfer
of workers to departments in which
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Accountant Manages Manpower Services at
Deering Milliken; Thinks Training Helps

An accountant is manager of
manpower services at Deering Mil
liken, Inc., and he believes others
trained in the discipline should be
placed in the personnel area.
Warren M. Schmitt told The
Third Annual Conference of Hu
man Resource Systems Users, “The
message I’d like to leave with you
is that there is no reason why, in
your organization, you cannot find
an accountant who is personnel ori
ented or a personnel manager who
is accounting oriented. It’s the best
way to make the system go. One
of the basic advantages of this is
quick solutions to problems.”
In charge of three systems

Mr. Schmitt is responsible for
three basic systems at Milliken:
payroll, benefits, and personnel
data. He gave the conference an
example of a situation where his
multiple responsibilities were bene
ficial.
“In early 1970, our top manage
ment decided to make a major
change in our benefit plan struc
ture for salaried employees. Up un
til that time, we had a pension
plan for salaried employees. Man
agement recognized the need for
increasing these benefits and de
cided to institute a new plan. The
plan was to be a savings-type plan.
In conjunction with this, we were
going to take our pension plan and
change it from a contributory to
a non-contributory plan. Now if
you think about those for just a
minute, you’ll realize that their im
pact is not only on the personnel
data system but also on the payroll
and a rather challenging problem
in the benefits area.”
Mr. Schmitt continued, “We were
withholding pension contributions.
I had to figure out a way to refund
the pension money when the an
nouncement [of the changes] was
to be made. Also being responsible
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for the accounting, I had to adjust
the pension accounts to allow for
these changes. I also had to deter
mine how to accrue the expenses
of a new plan that was to be effec
tive the first of January. The new
plan was rather complex, in that it
gave the employees an opportunity
to defer or not defer some of their
income, as they chose, and further
to take part of the money that
would be contributed to the trust
and decide how they wanted it in
vested. That was a problem for the
personnel data file.
“Somewhere, I had to record
what elections the employees made.
To complicate the problem further,
our salary compensation comes in
two parts. The deferral portion
came out of the bonus check. That
meant we had to produce bonus
checks, less the elective deferrals
the employee made.
“And last, the biggest challenge.
We had about a year to design
systems to take care of the new
benefit plan. It was a rather com
plex benefit plan. At the time we
knew we were faced with the job,
we had approximately a year to put
in the systems. Rather than build
a system just for a new benefit plan,
we took our pension system, com
bined it with the new plan and
created one benefit module to take
care of salaried employees.”
Employee benefit statement

Mr. Schmitt said one of the most
effective tools in the benefit area,
in his company’s estimation, is the
employee benefit statement. This is
an annual report that goes to each
employee telling him and his family
exactly what his personal benefits
are.
Benefits included in this report
are: medical and hospital, sickness
and disability, Social Security,
death, and retirement (on an esti
mated basis).

Milliken had been using an out
side consultant to prepare these
statements from the company’s per
sonnel system. It sent its magnetic
tapes to the consultant who then
ran them through its program, pro
duced the employee benefit state
ments, and sent them to the em
ployees. Milliken was paying in ex
cess of three cents a week per
employee to obtain the statements
this way. The company has now
acquired its own tailor-made sys
tem and has reduced the cost of
each statement to less than a penny
a week per employee.
“You spend a lot of money to
provide your employees with ben
efits. After you’ve spent all that
money, it makes good sense to me
to spend a few more dollars and
advertise that you are doing some
thing good for your employees,”
Mr. Schmitt concluded.

Stockholder Relations,

Safety Programs Main

Communications Emphasis
A recent survey of the communi
cations practices of 17 major U. S.
utilities has found the topics given
the greatest continuing emphasis
by them are safety programs and
stockholder relations.
Towers, Perrin, Forster & Crosby
conducted this survey to find out
the practices, trends, and objec
tives of the utilities’ communica
tions programs. Not one of the par
ticipating companies had a formal,
written policy statement regarding
its overall communications efforts,
the consultants say.
TPF&C divided the utilities’
audience into five groups: local
communities; unionized employees;
non-unionized employees; labor or
ganizations; government entities.
The consultants found that formal,
written policies for communications
existed in six utilities for employee
(union and non-union) communi
cations, in five for labor commu
nications, in two for government
Management Adviser

communications, and in only one
for community communications.
The respondents said that their
highest average annual communi
cations expenditures were on the
topics of: social issues; community
relations and employment oppor
tunities (recruitment). TPF&C ob
serves that while employment op
portunities ranked third in the av
erage amount of money spent each
year, it ranked eleventh in em
phasis in the utilities’ communica
tions programs.
Best communications media

What are the most effective
media for downward and upward
communications, the consulting
firm asked. For downward commu
nication, the internal publication
and the small group meeting tied
for first place, and for upward com
munication, the majority of re
spondents felt the small group
meeting was the most effective.
TPF&C will send readers this 25page “Survey of Communications
Practices in 17 Major U. S. Util
ities” free of charge. It has also
compiled a 16-page report called
“Communications and Productivity:
A Research Overview,” which is
similarly available to interested
readers. Contact Ms. Joyce Gildea,
Towers, Perrin, Forster & Crosby,
Three Penn Center, Philadelphia,
Pa. 19102.

Bay State Church Group
Consolidates Accounting

Functions for Parishes
Episcopalians in Massachusetts
no longer have to wonder about
where the money from the collec
tion plate is going. Twenty-four
parishes in the diocese have joined
the Church Financial Service, Inc.,
a computerized service for consol
idating the accounting functions of
the individual parishes.
Frederick Kauders, president of
CFS, explained, “CFS is a separate
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corporation whose board, to be
elected by the treasurers of the
participating parishes at its first an
nual meeting in the fall of 1973,
has complete control over policy,
income distribution, and availabil
ity of records to others. Parish in
dependence is inherent, since the
system is concerned with the man
agement of funds, not how they
are spent.”
Central bank used

Once a parish belongs to the sys
tem, it deposits its receipts in a
local checking account and then a
telephone call is made to the cen
tral bank, The National Shawmut
Bank of Boston, which initiates an
automatic transfer from the local
bank to the central fund. A small
balance, of about $100, is kept at
the local bank for petty cash. The
parish treasurer records each de
posit on a preprinted form which is
forwarded to CFS for recording on
a Honeywell H-58 computer.
To pay a bill the parish financial
officer makes out a voucher check
form that he sends to CFS for val
idation and for recording on the
computer. The check is then sent
out to the proper recipients.
According to CFS executive di
rector, the Rev. Richard S. Arm
strong, the new system relieves the
parishes of the necessity of having
an accountant handle the books. It
provides consistent and accurate
mechanical means of bookkeeping
for the individual parishes despite
any changes in financial officers.
The system also can produce de
tailed financial reports, Rev. Arm
strong said. The buying patterns of
the parishes can be analyzed by
the system so that church necessi
ties may be bought at discount in
large quantities.
Rev. Armstrong also noted that
the parishes can expect better re
turns on their savings thanks to this
pooling. The one large account will
constitute a substantial balance that
can be invested and the resulting
income will cover the cost of the
system. He anticipates an annual
cash flow of $10-million through

the system from Diocese of Massa
chusetts parishes.
CFS is the result of a study
funded by The Episcopal Church
Foundation with a $50,000 grant.
The study team was headed by
John H. Farquharson, financial offi
cer of the diocese, and Duncan Ed
munds, CPA.
The Rt. Rev. John M. Burgess,
bishop of the Diocese of Massachu
setts, endorsed the project, saying,
“The time has come to encourage
cooperation among our parishes
and to dispel some of the old pa
rochialism which has prevented
this; by using modern business
methods, this program takes a long
step toward this end.”

Dow Officer Defends

Multinationals as Good
For Trade Balance
Another proponent of multina
tional companies made his support
heard publicly (see M/A, MayJune, ’73, p. 7). H. H. Lyon, vice
president and director of corporate
administration for The Dow Chem
ical Company, told the American
Chemical Society’s national meet
ing that Dow’s increased employ
ment abroad had contributed sub
stantially to its increased employ
ment in the United States.
“Our problem is not that the
multinational companies are build
ing plants abroad,” Mr. Lyon said,
“our problem is that you and I are
driving Volkswagens and wearing
Italian shoes and taking pictures
with Japanese cameras. All these
things take dollars to those coun
tries which must be offset by Am
erican exports.
“To blame the problem on the
multinational companies and to im
pose restrictions on them, would
not solve this problem—it would
only worsen it. We really should
be providing incentives to U. S.
companies to increase their exports.
We have either to restrict our im
ports or increase our exports and
most Americans, I think, will opt
for the latter.”
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For the Management Consultant—

Proprietary Hospital Chains Lead Voluntary Hospitals
In Use of Modern Business Methods, Report Claims
Proprietary hospital chains are
“pioneering the introduction of in
dustrial management approaches
and operational techniques into an
industry where profit has always
been a dirty word,” says the con
sulting firm of Coloney, Cannon,
Main & Pursell, Inc., in the spring,
1973, issue of its newsletter, Man
agement Practice.
The firm notes that total U. S.
medical and health service expend
itures nearly doubled in six years
to an estimated $83.4 billion in
1972. CCM&P sees little hope for
changing the voluntary general hos
pital because of factors that lie
deep within its structure. But the
performance of the proprietary, or
for-profit, investor-owned hospitals
shows promise, the consultants be
lieve.
There are at least 42 chains of
these hospitals, CCM&P estimates.
As of 1971, these hospitals had:
262 staff members per 100 patients,
compared to the voluntary hospi
tals’ 301 per 100 patients; a payroll
cost per patient day of $43.96, com
pared to $54.73 for voluntary hos
pitals; an average length of stay of
6.7 days, compared to 8.1 days in
voluntary hospitals; and a total cost
per patient day of $87.25, versus
$93.84 in voluntary hospitals.
Although these hospitals have
been criticized, “mounting evidence
suggests that proprietary chains
have succeeded in applying mod
ern business techniques to the op
eration of hospitals while demon
strating that the quality of care
need not be sacrificed,” CCM&P
states. The firm breaks the propri
etary hospitals’ approach to man
aging hospitals as a business down
into five major elements:
1—Administration personnel are
in charge of managing the hospital.
The medical staff does not have a
monopoly in determining policies
in the areas of hospital utilization
and hospital medical care. Man
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agement, with medical staff guid
ance, makes the final decisions on
services to be offered, equipment
to be used, prices to be charged
for services, and administration ac
tivities to meet objectives.
2—The proprietary hospitals are
applying management approaches
proven to be effective in industry.
Including: financial and cost con
trol techniques; standardization of
equipment, operating procedures,
and hospital design and construc
tion; industrial engineering meth
odology; and attractive incentive
programs to motivate professional
managers.
3—The operating statistics of
proprietary chains show that they
have an in-depth understanding of
the profit-economics of hospital op
erations. More ancillary services
are used in the first few days of a
patient’s stay; consequently, shorter
stays are more profitable for the
hospital and give the patient a
lower cost per stay.
4—The proprietary chains have
centralized purchasing and admin
istrative services to capitalize on
the economies of scale inherent in
a large, multi-unit operation.
5—Diversification into closely-re
lated product and service markets
gives the proprietary chains a
broader earnings base. Some of the
more common diversifications are:
clinical laboratories, hospital equip
ment and supplies, and contract
hospital management for non-profit
hospitals.
CCM&P says that despite the
criticism of proprietary hospitals,
non-profit institutions are already
starting to adopt some of their
methodology. “And additional bite
will accompany requests for further
improvement as new standards of
performance show many non-profit
hospitals compare unfavorably with
proprietary chains,” the firm con
cludes.
Another firm, Creative Strategies,

Inc., recently predicted that within
five years proprietary hospitals will
double their bed capacity (see M/A,
May-June, ’73, p. 17).

CPA MAS Groups
Have 25% of U.S.
Consulting, CN Says
The management advisory ser
vices divisions of CPA firms are
estimated to share a $500 million
consulting market, which is sub
stantially larger than that shared
by the top dozen independent con
sulting firms, estimates James H.
Kennedy in the June issue of his
newsletter, Consultants News.
“Though no CPA’s single oper
ation outbills MC KINSEY, CN
estimates that five CPAs fall be
tween MC K’s $45 million and
BA&H’s $18 million: ERNST &
ERNST; PEAT, MARWICK, MIT
CHELL; ARTHUR ANDERSEN;
PRICE, WATERHOUSE;
and
TOUCHE, ROSS,” the newsletter
states.
Mr. Kennedy estimated the bill
ings of the top dozen U.S. inde
pendent consulting firms for man
agement consulting services fees
alone as:
McKinsey
$45 million
Booz, Allen &
Hamilton
18
Arthur D. Little
18
Alexander Proudfoot
18
Science Management
14
George S. May
12
H. B. Maynard
12 ”
A. T. Kearney
11
Hay Associates
8
Cresap, McCormick
& Paget
7
”
Kurt Salmon Associates 7
Hill-Fantus (D&B)
6
”
“While McKinsey & Co. does
dominate, there can be little ques
tion of the largest consulting firms
controlling the market if the top
12 have only $176 million, or less
than 10 per cent of an estimated
$2 billion total in management
consulting services,” Mr. Kennedy
points out.
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Computer Fraud Is

Minimized by Simple
Rules, Expert Says
Computer users can virtually
eliminate the risk of fraud by ob
serving presently available proce
dures, said Jack A. Aronow, for
merly responsible for security of
the computer center at MIT’s
Lincoln Laboratory.
With Equity Funding on every
one’s mind, that is nice to hear.
Now president of Interactive
Data Corporation, a Waltham,
Mass., time-sharing company, Mr.
Aronow cited ten specific safe
guards computer users can apply
to prevent tampering or unauthor
ized access:
1—Access to the data stored on
the computer should be limited to
only those who need it to perform
their jobs.
2—Use a two-tiered password ap
proach to access data segments. Use
one eight-digit password to iden
tify the terminal operator and an
other eight-digit password to give
him access to the particular data
segment. Mr. Aronow said a three
tiered password would be even
more secure.
3—Limit the number of incorrect
passwords that can be tried. This
step is especially important for
time-sharing users, Mr. Aronow
cautioned. After two incorrect tries
are made the computer should be
programed to automatically sound
an alert.
4—Periodically change the pass
words, particularly if there is a
high rate of turnover among em
ployees having access to highly
sensitive data.
5—Users of the system should
have to enter their names or initials
each time they work with it. A sep
arate file containing the names and
the length of time that the system
was used can and should be auto
matically generated by the com
puter for management’s review.
6—Functions available to users
should be limited. For instance, if
a user only needs to enter data,
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he should not be able to change
stored data.
7—Carefully review who used the
computer and for how long. If a
job took twice as long as it should
have, perhaps part of that time was
used for tampering with the sys
tem, Mr. Aronow warns.
8—Establish a technique for al
lowing computer transactions to be
monitored at random. Mr. Aronow
likens this procedure to a cruising
police car, because the operators
never know when their transactions
are being monitored.
9—Use special coding algorithms
that scramble data so that they are
unintelligible to those who don’t
know the coding.
10—Use a time-sharing company
whose employees do not know what
the customers are doing, much as
a bank guard does not know the
nature of the valuables he is pro
tecting. The time-sharing company
should also follow security meas
ures; its employees should need
permission to access customer data;
and all changes should require cus
tomer authorization, Mr. Aronow
said.

New Products and Services—
Auerbach Offers Manual

For Small and Medium
EDP Operations
Auerbach is offering a new loose
leaf series designed especially for
data processing managers of small
and medium-size EDP operations.
It is called the Data Processing
Manual.
The Manual is a series of port
folios divided into six categories:
general management; data process
ing administration; systems devel
opment; standards, practices, and
documentation; operations; and
technology. The initial shipment
consists of 18 portfolios. The pub
lishers promise there will be more
than 60 portfolios sent to subscrib
ers during the first year.
The Data Processing Manual
sells for $150 a year, including all

published material and new port
folios for 12 months.
More information about the new
publication is available from Auer
bach, 121 N. Broad St., Philadel
phia, Pa. 19107.

Univac Shows Package
Designed to Lessen

Buying Problems
A software package designed to
solve the buy-in problem for the
distribution industry is being of
fered by Sperry Univac to its cus
tomers free of extra charge.
The program, called OPTIMUM,
determines the correct quantity of
an item to purchase to maximize
savings ahead of an announced
price increase. It considers such
cost factors as cost of capital, or
dering, purchasing, and storage.
The quantity that would maximize
savings and the potential savings
are displayed on a scope or fur
nished as a printout.
The buyer feeds into the com
puter the appropriate demand, old
cost, cost after the price increase,
and unit rate data.
OPTIMUM can be run on any
Univac computer system running
on FORTRAN IV.

Carrier Class Rates

For EDP Billing

Offered as Service
NUMERAX, Inc., Englewood
Cliffs, N.J., is offering a service
which provides accurate motor car
rier class rates, applicable to specific
products and distribution patterns,
for direct input to shippers’ comput
erized customer billing systems.
First the products shipped be
tween the client’s shipping points
and his customer’s “ship to” ad
dress are identified. These are
combined with the proper freight
rates and the appropriate zip codes
and the resulting magnetic tape is
delivered to the NUMERAX client.
Rate changes are reported to clients
in a monthly newsletter.
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